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DONOVAN LETTER TO DIRECTOR OF THE BUDGET 
WITH ACCOMPANYING "PRINCIPLES WHICH SHOULD 
GOVERN THE ESTABLISHMENT OF A CENTRALIZED 
U.S. FOREIGN INTELLIGENCE SYSTEM." 
The unfortunate publicity given to the Donovan Plan 


and to JIC 239/5 forced them into a long retirement. Also 
during the first half of 1945 the tempo of the war in 


Europe and the Far East was such as to occupy the full 


energies of all intelligence agencies. Within OSS consider 


able thought was being given to the theory and principles 


of field organization for a peace~time secret intelligence 
system, but the place which that would occupy in a national 
intblligence organization was left without much published 
discussion. 


Immediately following V-J Day, however, the matter of 
liquidation of the war agencies came to the front and the 
OSS was threatened with extinction. In this connection the 
Bureau of the Bugget played a leading role. This explains 
why General Donovan raised once more, and this time with 
Mr. Smith, the question of a centralized intelligence service. 
It is interesting to note in the letter the clear indication 
that Donovan personally expected to be out of the picture 
entirely by the end of the year. 


Donovan's presentation again brings forward his propo- 
sal to put the centralized service directly under the coritrol 


of the President, with an advisory board made up of the 


Secretaries of State, War, Navy and Treasury, or their repre- 

sentatives. The inclusion of Treasury was probably due tc the 

importance which Treasury had assumed as a customer for intel-- 
ligence because of its great interest in Safe Haven matters 


and other types of fiscal intelligence and counterintelli gence. 


It is not clear from the documents whether this renewal 


of the Donovan idea was the stimulus which drove the JCS to 


the completion and presentation of their counter-proposal, 
embodied in JCS 1181/5. It is, however, interesting to note 
that the date of this document as finally amended, 19 September 
1945, was but one day in advance of the announcement of the — 
dissolution of OSS. The division of the OSS corpse between 

the State and War Departments was ordered to be accomplished 

by 1 October. 
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25 August 15 


ute Jarold J. Snith, virector 
SJureau of the Judzet 

oxecitive Office of the President 
Jashineton, ob. C. 


Wy dear ur. Saith: 


In answer to your communication of August 23, L545 in 
reference to further reduction of personnel, we are woring uader 
what is in effect a liquidation budret. ‘Within its provisions ze 
nave taken steps to terminate many of our operational (as distinct 
from intellisence) aotivities and to reduce ta remminin- parts to 
a size congistent with vresent oblivzations in the Jsr Sast, in che 
ocoupation of Germany and ‘ustria, and in tie usintenance of tise 
sions in the iiiddle Jast =ndi oa the Asiatic and Suronean continents. 


38 our liquidation vroceads it will becone increasincy 
difficult to exercise our functions so that we have Sound it neeeg= 
sary to set up a liquidating comaittee with vrocedures aad controls 
to provice for the gradual eliaination of our gerviees in stan with 
the orderly reduction of versonnel. 


It is our estinate, however, with the strictest econoy 
of manpower and of funds the effectiveness of 353 ag a BaP Azeney 
will end as of Jamar7 1, or at the latest 7ebruary 1, 1245, st 
waich time liquidation should be oommleted. At that aoint T wish 
to return to private life. Therefore, in considering the dissosi= 
tion to be made of the assets created by 085, I SDCAK aS a nrivate 
eitizen concerned with the future of his country. 


Ia our Jovernment tocay there ig no permanent azency to 
take over the-Sunctions which 253 will have then ceased to nerforn 
These functions wiile carried on as incident to the war arte jn 
reality essential in the effective diseharze by this nation o7 its. 
responsibilities in the organization and maintenance of the Ate. 
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Since lest Yovenber, I have vointed out the immediate 
“necsssity of setting un such an azaney to taka over the yalnesie 
assets created by 335. Amony these assets waa the establishment 
for the ?irst tine in our nation's history of a foreizn seeret 
intelligence service which revorted information as seen throush 
Anerican eyes. As an integral and ingnvarable vart of this service | 
there is a group of specialists to analyze and evaluate the matorial | 
for presentation to Shose who determine national policy. 


It is not casy 40 set u0 a modern intelligence aystek. 
It is more difficult to do so in Sime of peace than in bine 2° ware 


It is ixwortant therefore that it be done before the Jar 
Agency has disappeared go that nro?it may de made of ite axperience 
and “mow how’ in deciding how the new agency may bast be concucted. 


I have already subaitted a plan for the establishment of 
a centralized S7StCHe Towever, ne discuasion of that proposal 
indicated the need of an azreanent upon cortain fundamental grin 
cinles before a detailed vlan is formlated. If those concernec 
could agree upon the principles within which such a systen should 
be established, accentance of a common plan would be nore esail; 
achieved. 


Accordingly, I attach a statonent of vrineiales, the 
goundness of wiich I believe has been established by study anc by 
practical exporience. 


Sincerely, 


william J. Donovan 
Director 


seth! 
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